D. Effects on Expenditures and Property Taxes
Two Contrasting Views:
• Elected officials respond to the demands of voters, who are rational and informed.
• Elected officials are able to manipulate voters, who are not informed.
General Evidence
• more diversified/complex tax structure is associated with more expenditures
• adoption of new tax does not lead to increases in expenditures
More Specific Evidence
• Sjoquist, Wallace and Edwards (2004): Existence of a local sales tax is associated with lower property taxes.
• Sjoquist, Walker, and Wallace (2005): Cities differ in how much property tax is reduced.
• Jung (2001): in Georgia 28% of local sales tax revenue went to property tax relief.
• Sjoquist, Walker, and Wallace (2005): some cities do not increase expenditures, but others do.
